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ABSTRACT 
Online collaborative platforms are disruptive forces, which create challenges for tax 
systems to effectively administer and collect taxes. The subsets in a tax system, 
namely the tax administration, the legislator, the taxpayers and third parties, are all 
influenced by this new way of doing business using online platforms, known as the gig 
economy. 
This paper sets out to describe the challenges to tax systems presented by the gig 
economy by using a systematic literature review of reports, opinions and scholarly 
articles on the topic of the gig economy. The literature was coded firstly for identifying 
the subsystem influenced, then codes were assigned to reflect the type of challenge, 
where after categories or themes were created. The paper describes the challenges 
using the themes identified for each subsystem of a tax system.  
The results reflect that the gig economy does present some unique challenges but 
also create opportunities for being innovative in encouraging compliance with tax laws. 
The paper is a useful resource on the gig economy’s interaction with tax systems for 
tax administrations, policy makers and scholars by providing a holistic view on the 
topic using multiple resources from across the globe. 
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“A typical modern tax system is inherently complex and dynamic” (Tran-Nam, 2016: 
p13) and is being influenced by a variety of factors. Tran-nam (2016) explains that 
factors (or disruptive forces) such as the operations and processes within the tax 
system, society and its attitudes and interactions with tax authorities, cross border 
transactions, technological developments and international economic integration may 
present challenges to tax systems in order to operate efficiently and effectively.  
One of the new ways of doing business by means of online collaborative platforms, 
such as Uber, AirBnB, TaskRabbit, etc. present all these disruptive forces, which 
create challenges for tax systems to administer and collect taxes in an effective and 
efficient manner. 
The present article aims to explore and describe the disruptive effect that the gig 
economy may have on tax systems and to uncover strategies already in place to 
control or restrict these disruptions. Database searches by the authors using keywords 
such as ‘gig economy’, ‘sharing economy’, ‘collaborative economy’, etc. reveals that a 
large number of academic articles have been written on the gig economy. However, 
many of these are published in marketing, tourism, social/behavioural and economic 
journals. This means, that tax challenges were not directly addressed and had to be 
inferred by the authors. Articles found which did address tax challenges presented by 
the gig economy, often focused on challenges in respect of effects on only a single 
element of the tax system. The present paper is therefore not simply a summary or 
synthesis of previous studies. A rigorous thematic analysis was employed to search 
for themes relating to tax challenges that arise because of transactions in the gig 
economy and the article thus provides a more holistic view of the effect of the gig 
economy on all the elements of the tax system.  
The article proceeds as follows: in the next section a definition and context for the gig 
economy is provided and a discussion on what is meant with a ‘tax system’ follows. 
Thereafter the objective and method for the study is described before each of the 
subsets of a tax system is explored in detail to describe the challenges presented by 
the gig economy to each subset. The last section concludes on the study and provides 
direction for further research.    
 
BACKGROUND  
In 1915, Jazz musicians conceptualized the term “gig” in reference to live 
performances. As the term stuck, in recent years, individuals utilizing job opportunities 
that result from them working for themselves as individual contractors or freelancers 
has also claimed the term, and started referring to themselves as gig workers 
(Wallace, 2019). 
The gig economy is defined by characteristics of job opportunities where flexible and 
temporary jobs are commonplace, and where organisations and consumers lean 
towards hiring independent contractors and freelancers instead of full time employees 
(Chappelow, 2019). 
Abraham, Haltiwanger, Sandusky and Spletzer (2019) explains that most of these gig 
opportunities are in recent years facilitated by technological platforms. Often, 
individuals operating in the gig economy makes use of smartphone apps that connects 
gig workers with possible customers or consumers in need of the services they are 
providing. Examples of platforms that facilitate jobs in the gig environment include 
Airbnb, Uber, TaskRabbit, etc. 
According to Jennings (2018), the gig economy has its own set of unique benefits and 
disadvantages. Most workers in the gig economy prefer this form of employment 
because of the flexible working environment, the fact that gig work offers them greater 
independence, the variety of jobs they get to do and the fact that they can apply their 
own entrepreneurial skills in the process. The gig economy however does not come 
without its own set of challenges. Operators in the gig economy often work for modest 
pay with no employee benefits such as medical- and retirement benefits. Gig workers 
do not have sick leave and will not be paid when they are not working. Furthermore, 
administrative burdens like bookkeeping and doing their own taxes can also be 
stressful. 
There is a variety of reasons for people entering the gig economy. BMO Global Asset 
Management (2018) conducted a survey amongst 1 021 self-employed individuals. 
The survey specifically asked respondents what their reasons are for entering the gig 
economy. Table 1 below illustrates the most prominent reasons for self-employed 
individuals to enter the gig economy according to the survey. 
Table 1: Reasons for entering the gig economy 
Reasons for entering the gig economy  
Autonomy and control 48% of respondents 
Earning while seeking a better job 19% of respondents 
Balancing career and family needs 48% of respondents 
Only way of making a living 22% of respondents 
Making extra money on the side 55% of respondents 
Source: BMO Global Asset Management (2018) 
Furthermore, it is important to note that gig economies around the world are growing 
at an exponential rate. In 2017, 34% of the workforce in the United States consisted 
of gig workers. This number is expected to reach 43% by the end of 2020 (International 
Labour Organisation, 2017). 
Lobel (2017) further explained that in 2017 already, nearly 40% of the American 
workforce made at least 40% of their income via gig work. This number is also growing 
by the day. 
Muhammed (2019) believes that workers operating in the gig economy attracts people 
of every experience level, and that these freelancers are pursuing work in all 
industries. A further interesting fact referred to by Muhammed (2019) is that only 20% 
of freelancers would prefer full time employment. This statistic supports the argument 
that workers taking part in these gig industries value the flexibility and work-life balance 
they get to pursue, whilst participating in the gig economy. 
From these statistics, it is evident that the gig economy is here to stay, and that it will 
only become a more significant employment role player in the future.  
A TAX SYSTEM 
Using a systems approach, a tax system could be considered an entity comprised of 
connected parts (based on Laszlo and Krippner’s (1998) definition of a system being 
“a complex of interacting components together with the relationships among them that 
permit the identification of a boundary-maintaining entity or process)”. Nazarov (2016) 
considers the tax system to be an open system that incorporates political, economic 
and legal subsystems and is established with a view to ensuring the implementation 
of tax as a means of revenue for a country. Chernik (2006) reasons that the tax system 
is a complex formation consisting of two interconnected subsystems, which he 
explains, are: 1) the set of legislatively established taxes and fees; and 2) the tax 
administration, which exert control over the observance of tax obligations by 
taxpayers. 
For the purposes of the present paper, these interacting components or parts of a tax 
system can be identified as: 
• the legislator or policy maker; 
• taxpayers; 
• the tax authority or tax administration; 
• third parties (e.g. banks, employers, platforms in the sharing economy) 
It is further argued that the tax system is embedded within the economic environment 
of a particular country, but is also interacting with a bigger global environment. If the 
tax system is thus an open system, it means that it is influenced by its environment. 
(Eteokleous-Grigoriou, 2009: p710) explains that open systems may “change in 
response to environmental changes, but also the environment changes in response to 
the systems within it.” It is thus reasonable to claim that a change or event in the 
external environment (such as the rise of the gig economy) will have an influence on 
the tax system and may influence each of the components of the tax system. This 
interaction is illustrated with Figure 1 below. The gig economy can be seen as a global 
phenomenon. It therefore spans the global as well as the economic environment within 







Figure 1: A tax system and its interaction with external environments 
 
Although some literature already details the influence that the gig economy is having 
on, for example, taxpayers and tax collections, it appears that most studies report on 
the effect on one or two elements of the tax system. The purpose of the present paper 
is therefore to provide a more holistic view and investigate the effect of the gig 
economy on all the elements of the tax system. The discussion is not limited to a 
specific country as evidence from across the globe is reviewed. 
RESEARCH OBJECTIVE 
The objective with this paper is to present a synthesised view of how the gig economy 
disrupts tax systems globally. The paper aims to provide evidence of effects that the 
gig economy has on a tax system through the subsets in the system, namely the tax 
administration, taxpayers, the legislator governing imposition of taxes and devising tax 
policy, as well as other stakeholders in the tax system in the form of the third parties 




The study has an exploratory approach and is rooted in the interpretative paradigm. 
An exploratory approach in qualitative research allows the researcher to illuminate the 
central concepts and constructs of a phenomenon (Mouton & Marais, 1996). Because 
exploratory studies usually lead to insight and comprehension rather than the 
collection of accurate and replicable data, Mouton and Marais (1996) suggest that a 
review of the related social science and other pertinent literature, and analysing 
“insight-stimulating” examples are useful methods for conducting exploratory studies.  
Data collected for the present study were subject to interpretation by the authors in 
respect of interpreting facts and opinions by multiple authors on aspects of the gig 
economy in order to describe how the gig economy affects a tax system.  
The study used the principles of a systematic review research method. A systematic 
review is an “appraisal and synthesis” of documentary evidence on a particular topic 
(Queensland University of Technology, 2019).  O'Connor, Whitlock and Spring (n.d.) 
explains that systematic reviews are literature reviews that use rigorous, systematic, 
and transparent methods to minimize bias in the results. 
Data were collected searching for keywords such as gig economy; sharing economy; 
collaborative economy; peer-to-peer; home-sharing; ride-sharing; collaborative 
platforms; AirBnB; Uber; etc. using academic databases (mainly using Google, 
Scopus and EbscoHost). All documents returned were scanned for usability in terms 
of the extent to which one or more of the elements ‘policy’, ‘taxes’, ‘compliance’, 
‘taxpayers’, ‘tax administration’, and ‘tax legislation’ were addressed. Documents that 
contained useful information for the researchers to make inference on how it affects 
the tax system were retained and assessed for eligibility in the study. No “blogs” were 
considered, only documents published by reputable organisations such as the OECD, 
World Economic Forum, World Bank, etc. and documents form peer-reviewed 
scholarly journals. 
The systematic review employed in the present study entailed finding evidence on 
aspects of the gig economy that affects the tax system in respect of the subsets or 
components as defined earlier that make up a tax system. As a first round of analysis, 
the evidence found was thematically coded according to the authors’ interpretation of 
the effect that a specific event or phenomenon in the gig economy could have on a 
specific subset of a tax system. The evidence searched for were not limited to only 
negative effects, as the researchers aimed to provide a balanced view. A second 
round of analysis were then performed to categorise the codes into themes. These 
themes are presented in the results section as a collection of evidence on how the gig 
economy presents challenges to tax systems. 
The search for evidence were conducted during the period October 2018 to November 
2019 and retained documents were restricted to English documents that were 
accessible by the researchers. A total of 30 documents were finally reviewed and Atlas 
Ti was used for the analysis. 
RELIABILITY AND VALIDITY 
Since the study comprised of an analysis of literature, care had to be taken not to 
make biased conclusions. The collection of data from a large variety of sources (both 
in type and origin of source) means that the researchers could objectively assess data 
and make impartial inferences.  
RESULTS AND DISCUSSION 
The evidence found in the literature is presented below. Evidence has been 
categorised into themes and presented per subset of a tax system in the following 
order: Tax authority; Tax legislator; Taxpayer; Gig platform (as third party). 
 
THE TAX AUTHORITY 
The systematic review performed on the available literature led to evidence being 
coded as ‘tax authority challenges’. All the evidence collected under this code, were 
then categorised under the following themes: 
• Visibility of transactions; 
• Engaging with platforms 
• Taxpayer education; 
• Legal powers for accessing information; 
• Accessing cross-border platforms; 
• Audit trails. 
These themes are discussed below with a view to provide evidence of how the gig 
economy presents challenges to the tax authority as a subset of a tax system. 
Visibility of transactions taking place on online platforms 
An Organisation for Economic Co-operation and Development (OECD) report on the 
sharing economy notes that certain new activities brought along by online platforms 
may not always be visible to tax administrations. Nor may it be self-reported by 
taxpayers (OECD, 2019). However, the technological development that enables the 
platform activities may lead to greater transparency and make it easier to detect the 
trail of activities and stakeholders involved in a transaction. Unlike cash transactions, 
payments facilitated by the platforms are recorded in electronic form, including the 
identity of the parties (albeit to a varying extent)” (OECD, 2019: 18; Thomas, 2018; 
Katz, 2015).  Platform activities may bring into the tax net those business activities 
which were formely in the informal sector, because activities and income can more 
easily be reported if the platform cooperates with tax authorities. This will make it 
easier for tax administrations to enforce compliance with tax rules (Migai, De Jong, & 
Owens, 2018; Bozdoganoglu, 2017). 
It has been shown that when taxpayers know that their transactions may not be visible 
to tax administrations, they may decide not to comply with tax laws (OECD, 2019), 
whereas third-party reporting generally increase tax compliance (Migai, De Jong, & 
Owens, 2018; Esposito, 2019). 
Engaging with platforms 
Information on participants of a business activity facilitated by an online platform can 
be difficult to obtain by accessing the platform’s public website. It may present 
technical challenges and data protection requirements may restrict the use of data. In 
cases where access may have been granted to a tax authority by such platform, the 
structure of the data may be in such a format that it is not easy to use (OECD, 2019). 
The OECD (2019) reports that most tax administrations found that data collected from 
platform websites was not entirely reliable and that the process to structure the data 
in order to get useful information such as taxpayer identification was extremely 
resource intensive. 
A survey by the OECD indicates that most participating tax administrations are 
engaging with sharing and gig economy platforms to find alternative ways in which the 
platforms can help in educating platform sellers on tax obligations. Some examples 
reported are the provision of links on the platform website to the tax administration 
website; providing direct information on tax obligations on the platform website; 
running targeted campaigns for users of these platforms such as publishing brochures 
or question and answer information provided by the tax authority on the platform 
website (OECD, 2019). Wosskow (2014) also suggests an online tax calculator to help 
users of sharing economy services to determine their tax liability. 
The OECD (2019) suggests that, if tax authorities can identify platform sellers as 
existing or new taxpayers from data obtained from the platform websites, they may 
also use information obtained from platforms to pre-populate tax returns with amounts 
received by the taxpayer from the platform activities. There is also the possibility to 
enter into agreements with platforms to withhold and remit taxes (Guttentag, 2015; 
Migai, De Jong & Owens, 2018), for example, in Barcelona and Paris, Airbnb is 
collecting taxes directly for each reservation made through the Airbnb platform 
(European Parliamentary Research Service, 2017). 
Taxpayer education 
There appears to be an agreement in the literature that, “in the context of the sharing 
economy, the problem with tax is not as much as with restructuring the tax code, rather 
with enhancing taxpayers’ compliance” (Beretta, 2017: p8). The focus should be on 
enhancing compliance through helping providers in the sharing economy understand 
and comply with their tax obligations. The OECD reports that many tax administrations 
are already using social media and other forms of publicity to improve taxpayers’ 
awareness of their tax obligations resulting from activities in the gig economy (OECD, 
2019). In addition to engaging with platforms to share information to participants in the 
gig economy, many tax authorities engage directly with taxpayers. For example, the 
Australian Tax Office has an extensive programme to write to all new ride-sharing 
drivers on a quarterly basis to inform them about their tax obligations, while Irish 
Revenue writes to taxpayers who had receive income providing short-term 
accommodation to remind them to include this income on their tax returns (OECD, 
2019). 
An interesting observation from Kennedy (2017) is that it is often the young, the poor 
and those who lack education and skills who participate in the gig economy. Younger 
people and those with lower levels of education, are frequently associated with lower 
levels of compliance (Hofmann, Voracek, Bock, & Kirchler, 2017) and therefore the 
need for taxpayer education in the gig economy may be in great demand. 
Legal powers for accessing information 
Although most tax administrations may have the legal powers to request and access 
information on a named individual from a platform, the challenge presented to tax 
authorities is that those powers may not necessarily extend to accessing bulk 
information of all tax residents of a particular tax authority (OECD, 2019). In other 
words, a tax authority may not conduct a “fishing expedition” on a platform, seeking 
possible tax avoiders. 
Accessing cross-border platforms 
Given the nature of platforms operating on a world-wide scale and the variety of 
platforms available, platform sellers have a large choice of platforms to use for certain 
business activities. As the platform may be located in a different tax jurisdiction, tax 
administrations may find it even more difficult to negotiate and control access to these 
platforms (OECD, 2019). Data protection and privacy issues and the need for informed 
taxpayer consent may further hinder access to platform data. The OECD (2019: p158) 
suggests “multilateral agreements for the exchange of information held by platforms 
on platform sellers that is a tax resident in another jurisdiction” and even proposes a 
model Code of Conduct at a multilateral level to help standardising information 
collected by platforms. 
Audit trails 
Where tax administrations have access to information on platform sellers in terms of 
detail on transactions and identification of parties to the transaction, it may provide an 
effective audit trail (OECD, 2019). This may enable tax administrations to track and 
encourage compliance. The OECD (2019: p19) suggests that it may even allow for 
‘compliance by design’ approaches, for example “pre-filled tax returns or withholding 
of taxes”. Migai, De Jong and Owens (2018) comment that for a tax administration to 
audit each individual who provides services on a collaborative platform may be very 
costly and only secure low returns, but suggest that income may be significant if bulk 
information from the platform providers could be obtained. For example, the Belgian 
tax administration request this type of data from the platform providers with a focus on 
“(a) power users, (b) users who provide rental services using more than three houses, 
and (c) users with a turnover of more than Euro 25,000 a year” (Migai, De Jong, & 
Owens, 2018: p309). 
TAX LEGISLATOR 
This subset of a tax system consists of two individual components, namely tax policy 
and tax legislation and will be dealt with separately. 
A. TAX POLICY 
The fact that tax laws are continuously under pressure to be amended to serve various 
economic and social goals of government contribute to the challenge of ensuring tax 
policy being fair and equitable to all participants in an economy. Bozdoganoglu (2017) 
states that tax policy should ensure equal treatment of taxpayers and incentives 
offered to specific industries should not unfairly benefit some taxpayers to the 
detriment of others. He further emphasises that optimal administrative costs for both 
taxpayers and authorities are key when considering new tax policy.  
The literature revealed two themes in respect of the gig economy’s challenges to tax 
policy, namely: 
• Incentivising the gig economy; 
• Fairness and equity. 
Incentivising the gig economy 
It is widely believed that the gig economy could promote economic growth and improve 
unemployment rates (European Parliamentary Research Service, 2017; Wosskow, 
2014) and should therefore be protected and incentivised. Katz (2015) suggests some 
strategies for incentivising the gig economy to encourage growth in the sector and not 
suppress its activities. He proposes tiered legislation, tax breaks and specific 
allowances for small platforms. Migai, De Jong and Owens (2018: p307) report on 
specific country examples of tax incentives to participants in the gig economy. 
Denmark offers higher basic allowances for property, cars and boats rented out by a 
private person, “but only if the third party declares the resulting income to the tax 
authorities in full”, while Belgium has a special tax rate for a private person rendering 
services to another private person through a certified electronic platform (although a 
certain turnover threshhold applies). 
Wosskow (2014) advises that tax administrations should make it easier for participants 
in the gig economy to comply with tax obligations but also proposes that government, 
local authorities and sharing economy platforms should collaborate to ensure that legal 
requirements are met by all parties. 
Fairness and equity 
A report by the European Parliamentary Research Service (2017) on tourism and the 
sharing economy reveals that some aspects of the sharing economy can impact 
negatively on the tourism sector and job security. The report cites examples of how 
hoteliers in the formal sector have to deal with a number of laws (environmental 
protection, labour law, consumer protection, etc.) while owners letting accommodation 
using platforms like Airbnb do not have to comply with the same rules and laws. 
Further, employment in the gig economy provides little security and workers has no 
social security or benefits such as paid leave, sick leave or workmens compensation. 
It is believed that this leads to unfair competition and the question arises if the gig 
economy should receive special treatment as far as tax policy is concerned. 
The concepts of fairness and equity in a tax system has been extensively reviewed by 
Du Preez (2015: p196) and she concludes that fairness is difficult to pinpoint as 
“fairness is in the eye of the beholder”, but it implies that “taxpayers with equal ability 
must contribute equally”. For a tax system to be fair, it should create policies to ensure 
accountability and participation by all stakeholders to the system.  
B. TAX LEGISLATION 
Tax legislations around the world are constantly under pressure to adapt to new 
innovations and changes in the tax landscapes. The rise of the gig economy is no 
different. The review performed of the literature at hand clearly emphasises the 
following themes that relates to the challenges faced with regards to tax legislations: 
• Reform is needed; 
• Taxpayer classification; 
• Simplification; 
• Taxpayers operating under the radar. 
Reform is needed 
It is clear that most tax legislations were not designed with the gig economy in mind. 
Boehm (2017) states that when the United States government last passed broad tax 
reform legislation in 1986, no one had ever heard of the gig-economy. This is a clear 
indication that tax legislations are not fit for purpose when it comes to taxing workers 
in the gig economy. It is further explained that most of the current tax legislations are 
not adequate for both on-demand gig workers, as well as tax authorities. Currently, 
legislations expect of tax regulations that were designed for brick and mortar 
businesses to be fit for purpose for operators in this new gig economy. According to 
Boehm (2017) urgent reform is needed to assist small businesses and gig workers in 
complying with tax regulations.  
Taxpayer classification 
A major issue that leads to non-compliance with tax regulation is the fact that most gig 
workers are not classified as employees by the platforms that they use to generate 
revenue. Adams, Freedman & Prassl (2018) explain that because of this, third party 
platforms that act as intermediaries, then do not deduct any employee taxes from 
individuals earning an income through their platforms. Thomas (2018) supports this 
argument, and states that most online platforms treat their gig workers as independent 
contractors, resulting in the compliance burden moving to the gig worker. It is stated 
that the employee versus contractor distinction is a hotly contested issue in this 
context, with many gig workers arguing that they deserve the various legal protections 
that come with employee status. Furthermore, because of this classification as a 
contractor, most gig workers do not qualify for any employee benefits that full time 
employees would normally qualify for, for example medical and retirement benefits. 
Simplification 
The central objective of any tax reform should be simplifying of the tax system. 
Simplification of tax legislation is generally accepted to be a more effective measure 
to combat tax evasion and avoidance than traditional enforcement measures 
(Wopczuk, 2006). 
As discussed under the reform that is needed of tax legislation, many individuals that 
operate in the gig economy are overwhelmed by tax regulations and legislation. 
Freedman (2009) emphasizes the fact that layers of regulations complicate the 
calculation of taxable income. Furthermore, frequent changes in the legislation is also 
burdensome as these individuals struggle to keep up with latest requirements. 
Obtaining the assistance of tax practitioners or specialists are often costly, and many 
workers in the gig economy simply cannot afford it. 
It is therefore of great importance that tax regulations and legislation are simplified to 
assist the operators in the gig economy in order to easily and effectively comply with 
the requirements of tax authorities. 
Taxpayers operating under the radar 
Findings from literature provides evidence that many gig workers exploit several 
opportunities where it is possible for them to operate below the radar. 
As many operators in the gig economy perceive themselves to operate on a small 
scale, the opportunity easily arises for these individuals to operate under the radar. 
This mind-set that they are operating an informal business that is, in their opinion, not 
subject to the rules and regulations of a normal business, often leads to increased 
non-compliance (Bornman & Wessels, 2018).  
This is especially problematic where individuals participating in the gig economy only 
do so on a part time basis. These gig workers tend to argue that the income they earn 
is immaterial, and does not have to form part of their tax calculations (Stimpson, n.d).  
Gleckman (2018) states that cash transactions in the gig economy further provide an 
opportunity for gig workers to easily operate under the radar. These individuals 
operating in the gig economy are aware of the fact that tax authorities struggle to detect 
cash transactions. Cash transactions thus result in a large risk area open for abuse by 
these individuals.  
TAXPAYERS 
The taxpayer has been identified as a very important subset of a tax system. The 
literature analysed has clearly indicated that these individual taxpayers operating in 
the gig economy are facing a number of challenges that influence their tax compliance.  
Themes identified through the process of coding of literature include: 
• High compliance burden; 
• Taxpayer ignorance; 
• Lack of tax knowledge; 
• Social norms; 
• Personal norms. 
High compliance burden 
The high compliance burden that operators in the gig economy have to comply with is 
a daunting prospect for platform sellers of gig assets and services. 
Beretta (2017) finds that tax rules are usually complex to apply. This result in gig 
workers avoiding their obligations because of them being overwhelmed with the red 
tape and intricacies of the compliance burden. Formalities of registering and engaging 
with tax authorities as well as perceived complexities of calculating their taxable 
income for relatively small amounts of income are adding to their burden. 
Given the advances in technology in platform economies, compliance could be 
drastically simplified (Migai, De Jong and Owens, 2018). Third party platform providers 
should invest in technology that will assist their sellers in reducing the compliance 
burden by breaking it down into manageable and understandable steps or by providing 
their sellers with a compliance wizard that can assist them in a systematic manner. 
Taxpayer ignorance 
Thomas (2018) & Beretta (2017) have already alluded to the fact that many gig 
workers do not realise that they are in fact running a small business that is subject to 
certain tax regulations. These individuals often perceive themselves to be such small 
operators that they often convince themselves that tax laws and regulations do not 
apply to them. 
The consequence of this ignorance is that some gig workers simply ignore any form 
of tax compliance. While taxpayers are often unsure about their tax obligations, the 
taxman rarely shows leniency to those who claim ignorance of the rules (Pearse Trust, 
2016). 
This ignorance, honest or intentional, is a serious challenge that tax authorities face in 
the compliance battle.   
Taxpayer knowledge 
Many gig workers are reporting business income and expenses for the first time. They 
may be unfamiliar with keeping track of these income and expenses, which could 
result in the understatement of income earned through their gig activities (Beretta, 
2017).  
Rind (2018) further states that individuals operating in the gig economy often have no 
tax knowledge, which makes it so much more challenging for them to comply with tax 
requirements.  
The lack of tax knowledge is a serious obstacle and challenge that gig workers face. 
The complexities of filing a tax return is a serious hurdle that these taxpayers have to 
navigate with limited resources and skills (OECD, 2019). This undoubtedly influences 
tax systems, as many gig workers just do not submit tax returns because of their lack 
of tax knowledge. 
Social Norms 
Social norms can be described as informal rules that govern behaviour. How people 
act and think often depend on how other people around them think and do (World 
Bank, 2015). This is also evident when evaluating the tax compliance of taxpayers 
operating in the same space. Wenzel (2005) argues that perceptions of social norms 
not only affect taxpaying behaviour, but are also understood by the individual in such 
a way as to rationalise one’s own behaviour and claim social support for one’s actions.  
In the gig economy, certain individuals also argue that because so many other 
participants in the gig economy are under reporting income, and are thus not tax 
compliant, it is thus acceptable for them do act in a similar fashion. 
It appears from the literature reviewed that the dominant narrative for the gig economy 
suggests that “these businesses possess a flagrant and aggressive disregard for the 
law, engaging in outright legal violations” (Oei & Ring, 2016; p1028). McDonald (2017; 
p77) adds “it is no secret that many users throughout the sharing economy do not pay 
transaction taxes. Few providers, I suspect, report the income earned from such 
endeavours.” We argue that these narratives may be perceived as the “social norm” 
for individuals in the gig economy and will influence the individual’s tax compliance 
decision.  
Personal Norms 
Wenzel (2005) states that various studies have demonstrated the role of personal 
norms with regards to taxpayer behaviour. Wenzel argues that moral appeal 
consistently influences a taxpayer’s attitude. With regards to individuals operating in 
the gig economy, this would mean that the individual’s tax compliance decisions are 
driven by his personal norms. Should a gig worker know that transactional data is not 
being supplied to revenue authorities by the third party platform, his personal norms 
would influence his decision to declare income (OECD, 2019). The conclusion made 
from this is that the ethics of certain taxpayers are directly influenced by their 
knowledge of transactional disclosure and the subsequent risk if being caught. 
THIRD PARTIES / GIG PLATFORMS 
The rigorous review of literature resulted in evidence being coded as ‘challenges 
because of platforms operating as third parties’. These platforms or third parties were 
identified as an important role player that presents challenges to tax authorities as a 
subset of a tax system. From the analysis of the available literature, certain prominent 
themes were identified and were categorised as follows: 
• Tax morality of platforms; 
• Education of platform sellers; 
• Collection of taxes; 
• Withholding taxes. 
Tax morality of platforms 
When considering the impact of third parties as part of the challenges that tax 
authorities face, it is important to consider the tax morality of the platforms that facilitate 
these gig transactions. 
Because platforms generally treat gig workers as independent contractors, platform 
companies are not required to withhold or pay any taxes to tax authorities with respect 
to these workers (Thomas, 2018). Because of this, workers in the gig economy is 
expected to account for their tax obligations themselves. A major issue that tax 
authorities is facing is that most platforms do not provide tax authorities with 
information on the revenue that operators using their platforms earn. 
A moral issue arises as many gig workers are under reporting their income due to 
them exploiting the fact that this transactional information will not be provided to 
revenue authorities by the third party platforms (Bozdoganoglu, 2017). In 2017, the 
Norwegian government proposed a third party disclosure duty (Norwegian 
Government, 2017). Should similar duties be legislated by other tax authorities, and 
third party platforms have a duty to disclose information, it would possibly result in gig 
workers reconsidering the under reporting of income as there would be an increased 
awareness of the risk of their under reporting actions being exposed. 
Education of platform sellers 
According to (Thomas, 2018), many individuals taking part in the gig economy do not 
even realise that they are operating small businesses, and that this comes with certain 
compliance responsibilities. It is argued that platforms could play a vital role in the 
education of platform sellers in this regard. It is suggested that third party platforms 
make available guidance documents that will assist platform sellers or gig workers with 
their responsibilities and obligations (OECD, 2019). 
Another possibility is that third party providers could even supply links to tax authority 
websites where platform sellers and gig workers can be directed and rerouted to the 
relevant websites in order to assist these individuals with compliance (OECD, 2019). 
Collection of taxes from platform sellers 
Certain countries have enforced the collection of specific taxes directly through the 
third party platforms.  
Examples of this include a tourism tax that is being levied by Airbnb in Amsterdam. 
Hosts are required to levy and pay this tourism tax of 10% over to the local authorities 
(Guttentag, 2013). Similarly, in New York, hosts have to charge a 4% occupancy tax. 
These respective enforcement laws have been introduced to ensure that, specifically 
Airbnb operators, do not have an unfair advantage against traditional hotels that are 
all subject to these taxes and levies. By forcing the third party platform to levy these 
taxes, the playing field is levelled, and local authorities are guaranteed of their 
occupancy and tourism taxes which results in this component of tax systems at least 
being satisfied. 
Withholding taxes 
Currently, gig workers are mostly classified as independent contractors, and third party 
platform companies are thus not required to withhold income taxes or pay employment 
taxes with respect to these individuals (Thomas, 2018). 
An argument that is however gaining more and more traction is the introduction of a 
withholding tax by the third party platforms. The implication is that the platform has to 
withhold a fixed amount of tax, once payment is made by a customer through the 
platform. This measure would result in real-time compliance, as the tax liability would 
immediately be settled via the platform (Migai, De Jong & Owens, 2018). 
Thomas (2018) also explores this possibility by suggesting that an operator like Uber 
should withhold taxes from their drivers, even though these drivers are not recognised 
as employees. 
The introduction of a withholding tax could influence certain gig workers negatively as 
the rate at which these taxes could be withheld could possibly exceed the effective tax 
rates that these workers would have otherwise been subjected to. This approach will 
however alleviate the non-compliance that tax authorities are currently being subjected 




The results of the study reflects that the gig economy presents some unique 
challenges to the different subsets of a tax system. The four subsets of a tax system 
were identified as the tax authority, the tax legislator (including tax policy and tax 
legislation), the taxpayer, and third parties (in this case the platforms facilitating 
transactions in the gig economy). For each subset, a number of themes that relates to 
the administration, regulation or compliance with taxation were identified from a wide 
variety of literature and systematically presented in the results section. Prominent 
themes, such as visibility of transactions in the gig economy and the importance of tax 
authorities’ engagement with gig platforms, emphasised the importance of 
understanding the impact the gig economy has on tax systems. Lack of knowledge of 
their tax obligations and tax morality of participants in the gig economy (individuals 
and platforms) also came out strongly as a challenge for tax systems and legislative 
and policy reforms for gig economy participants and transactions were noted.   
From the themes identified, it is evident that tax systems were not designed with the 
gig economy in mind. However; 
• Tax laws do apply to the gig economy; 
• Gig economy workers are taxpayers; and 
• The gig economy is growing and tax systems must adapt and be ready for new 
types of taxpayers, types of reporting as well as sources and modes of 
accessing information. 
Although there are some challenges for all subsets in a tax system, there are also 
opportunities for expanding the tax base and for transactions that were previously 
predominant in the cash economy to become visible and traceable to tax authorities. 
There are strategies to engage and collaborate with platforms to educate platforms 
sellers about their tax obligations, but tax administrations and policy makers should 
also consider the burden of complying with tax laws by small-scale operators in the 
gig economy. 
It is submitted that the approach of identifying tax challenges systematically per subset 
of the tax system, provides a framework for further research on this topic. Further 
research could investigate the prevalence of the challenges presented in this paper 
for a specific platform or a specific country in order to make suggestions for reform 
appropriate to that industry or country. An international comparison of strategies 
implemented to address particular tax challenges arising in the gig economy in 
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